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-1f the law firm of Williams & Connol]y
has its way, there could be swmﬂca.nt*]
changes in how the accounting profemon-
conducts its business.. .

In z suit fled in federal district court i m
Washington that. attempts to fix the blame.i]
for a: Bahamian bank eollapse, Williams &3
Comnolly:: argues- that, Ence Waterhouse & J]
CoZithe-nation’szla unting firm.J|
should be held- lxable forﬁevacts of a Ba.ha«»»
mian affiliate. . . s SSE s

-Ir-response; - lawymﬁx#’?xice 'Water-«
housermaintain that;each ok the: organiza-y]
tion's affiliate otﬁcmis-“independent.‘:But*
Williams ~ &, Conno w.has.: istdrted
chipping away- at' thahieknse UK federal
judge has ruled:thatisecret: “audit standard
reviews,Price: Waterhouse's. internalau-
dits of its?affiliates st be tarned:over.to
Vvﬁ]ﬁa.m&-Conno}ly.Q,, ’k* A lt‘hl TR,

¥,
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The: CIAu Connection??‘.,,, .}’.“;’;i E

counting  concerns - argued upsuccessfully-
thax_disclosure of the reports would practi-
cally destroy the .effectiveness- of the ac-
counting profession.- They say they havent
decided whether to appeal: .
"Meanwhile, there- are-indications tha! an
accomtant for Price Waterhouse's Baha-

": Attorneys. for fivesof “the: Big Eight-ac- |

e

mian affiliate may-Rkave -had- connections-

with the Central Intelligence-Agency. Price

Wazerhwse denies any involvement. -
. I the court batt!e, wmia.ms& Comolly

Washmgton. a diversified:holding companys
 International: bought itsstake:from-Mercan=
-tile’s - largest sharehoider; -a—-Panamanians
_concern controlled by-E. Gardom\{osvol&, 2

- ~According to documwls:ﬁled:in the smt..
audi;ors forglntemaﬂomk -discovered in 1976
that practically al} of: Mercantile's assets’
(mostly ourstandmg bans) w\ere "targe‘yr
‘worthless.” * . s
: Price Waterhouse’s' Freeport ofﬁce,haff'
been Mercantile’s outside-anditor since the
bank was formed in IBGZ_Shortly after the
discovery by Internaticeal’s auditors, Price
Waterhouse withdrew its-unqualified oplmon
of Mercantile’s financial statements, accord?
ing to Price Waterhouse documnents. In 1977
court records in the Bahamas show, the Ba-
hamian government suspended Mercantile’s

license and put the bank into uqmdanon..,.,,.

~

r terna.ﬂona.l says it sustained about $9 million
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Puts Accou:atmg Industry Prachée on Tnai

A ;2 Tesilt of Mercantile's insolvency, In-

in damages, $5.7 million of which was
-against previous years’ earnings.
International .sued Price Waterhouse and
Mercantile’s: previous owners. and du'ectors.
aocusmvthemof fraud. .« ..
~Later, Mercantile’s qumdators in the Ba-
ha.mas filed a similar suit in federal court in
Washmgton.:.’l‘he hqmd.ators. Dennis Cross
“and’David Hamilton (who are account.a.ms
“for_ the.;Nassau . office_of: Peat, Marvnck
Mitchell - & Co) _also~ auege that Interna-.
tional was” “part “of the” conspnracy Inserna—
tionak denies the charge.: a

P e

m,Aeoordmg ‘to the’ liqmda.tors smt, Mer-
“cantile’s: problems begmwhen Mr.:Mosvold.
;and-others caused the:bank'to.fend several’
_million ; dollars: to’ unidentified: “Amencan
¢ investors”. for .stock-market™ “purchases.:
¢ When Mercantx]e called the loans due after’
the +stock-& market 7 tooks*as *precipitous:
plunge~" sthe.'suit says, . t.he borrowers ‘re~
" to "pay: Mr. Mosvold has demed the
anegaﬁons NPT SRR
"To hide the bad loans the suit says Mer-
cantile officials created shell companies to
"“‘buy’; the loans. The practice allegedly con-
tinued: unti} International’s auditors uncov-
ered“it"Ahqu'dators report in-August 1977
said>Mercantile’s liabilities' were: $27 5 mil=
lion~and’ its - assets «were '$25.1 ‘miilion, of
which-'$20.7.. million- _consisted -of a.neged
sham loans: =% e =7 ;
: The suit-also’ contends, that Pnce Wate ;
house s Freeport ‘office-declared Mercartile
to be-“‘sound’ after its usual audit and after.
a special’”’audit in 1977.in- ‘connection with'
"the sale to International. The accountmg of--
ﬁces actions were"‘clear!y reckless wan-
1 misconduct, the suit charges.

R In" Tesponse, : Pnce Waterhouse s New |
York: headquaners -says;all -Price WateroL
- house- aftiliates are “1ndependent" ‘partners?
-and the accounting firm'**has no responsibil-
1ty for'anyof the acts'>of its-‘Bahamian af-:
filiate. Lawyers for. the-liquidators hope to-
show, however, that Price Waterhouse is “a-
single ‘international - business entity.”” They.
cite a Price Waterhouse recruiting brochure -
‘that describes the firm.as’}'a global organi-:
za.l:on." SR L8 ins -m:r,w;‘tw»{ DayEAS D

7 The liquidators-also:ares presing to ‘ob~"
tam Price Waterhouse’s “audit standard re-,
+views'™ of.the- Baharnian affiliate prepared
‘in 1971, 1974 and 1976. Price Waterhouse offi--
-cials in- New York describe the réviews as
‘internal audits conducted periodically to in-
‘sure - comphance vnth polmes a.nd sta.n ‘-“
'_dards : . -
’ Trying tn.-prevent dxsdosure of the re-
ports, Price Waterhouse marshalled the sup-]
{porti of ' fouFs other::Big Eight- accounting”
‘firms and"some former Securities and Ex-

PR QPR R ot Iy
confidential reports, according to afﬁda'nts
filed in court, would be- "mxschiel‘ at best
and; at worst, *would break down” the ac-
counting process “arcund the world,” thus
beco'mno demmental to “t‘te oubhc inter

o

by Among ;thosevsuppomng this argumem:
wens ‘Peat;” . Marwick,  Mitchell - &* Co:;
Touche Ross- -&.Co:; .Arthur Young & Co.;.
Ernst & Whmney, a.nd John C. B\.rton fore
mer chief dccountant for the SEC.: 14 x>
74X federaljudge in. Washington who stud-
led the affidavits and listened to the argu-.
ments -recently - decided. . they - were. “self~
serving.". He.ordered Price Waterhouse- to
turn. over, the ‘contested reports:to Willtams
& Gonnolly, lawyers for the liguidators. """
I 1ts defense,  Price” Waterhouse - arvued
strenuously that the-reviews don't “mennon
“Mercantile'in any way™ anidon.c:comm
any evaluation of the Mercantile audits.”. +. ‘1
=:Why?-Price- Waterhouse won't elaborate.
But a former CIX official says “certam per
sons’” ! were #unders, orders’” to- make ‘sure-
“outsxders” didn't get’ ‘access to Mercantile’s
“books. If they<poked around, he says. they
“could unravel -a ‘trail to the mtemgen%e*
COMITMINILY. ™, ¥ /o 4 o oo %7y :
-The ogcxa.l says Merca.ntue “hads per~-
formed somé. functions™”. for the CIAibefore:.

: ofﬁc:al SAYS.as AT

fmty sources, Mercantile was a frequent cod-

. portedly used to launder money.

‘change Commission officials. Release of tie.

International purchased control of the'bani.
de- dec}m&s-:to say‘ what tbose~ function.s—
W’ere. ’-~f~ 5 b .

:.The ofﬁ-cxal also § says E R. F‘ingland the
semor numagmg partner ‘of : Price- Water-
house’s’ Freeport office" untit’ 1970 was the:
person the  CIA® dealt with. .**Mercantile’s

books were specxa.lly handled the forner"

# Kfter - leaving Prlce Waterhouse \(r{ “

‘Fingland"became-a: director of ‘Mercantite) || :
The liquidators” lawsuit alleges. that, durinig!
maburre -Mr7 Fingland - ~“‘actively” partici;
7pated in-the- accounting firm's’ busimzss.,]nl
court filings, " Mr:Fingland and Price Water
house have denied any. wronvdomg S WAy

“"According to_several intelligence-commu-

duit for CIA.money. mostly in the 1960s.but
- 2iso -until . several ~months. before -Interna-]
tonal’s purchase_From its mcepnon in 1962
lmtll its collapse in.1977, Mercantile shared
'most “common ‘diréctors and - shareholders
and had. transactions with- Castle .Bank &
Trust Co., 2 Nassau bank that is defunct. As
reported earlier in_this- newspaper, Castle
was controlled by’ the CIA. The same group |
of directors and shareholders operated three
other Caribbean’ banks, . which the.CIA’ r&
- -l » s

" K CIA-spokesman says his agené hever
commenrs on such allegations_ 7" 4./ 5"

La.wyers for the liquidators say they plan
a smt against the'CIA because the 'agency
hasn’t released documents about Mercantil
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